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E.O. 11652: N/A 
TAGS: ETRD, EAGR 

SUBJECT: CCC SALE OF NON-FAT DRIED MILK (NFDM) FOR NON- 
COMMERCIAL USES 
REE: STATE 57579 

1 . CCC ON MARCH 30 SIGNED ITS FIRST CONTRACT FOR THE SALE 

OF NFDM UNDER THE PROGRAM OUTLINED IN REFERENCE TELEGRAM. 

THE SALE WAS TO THE MEXICAN GOVERNMENT ENTITY CONASUPO FOR 
30,000 TONS. CONASUPO WILL DISTRIBUTE THE RECONSTITUTED 
UNCLASSIFIED 

UNCLASSIFIED 
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MILK AT HIGHLY SUBSIDIZED PRICES THROUGH ITS RETAIL OUTLETS 
IN MEXICO'S POORER AREAS. 

2. PRIOR TO CONCLUSION OF THIS CONTRACT, THE DEPARTMENT 
ADVISED THE EMBASSIES OF CANADA, AUSTRALIA AND NEW ZEALAND, 

AND THE COMMISSION OF THE EUROPEAN COMMUNITIES OE THE IM- 
PENDING SALE AND INVITED THEIR WRITTEN COMMENTS. ALL EX- 
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CEPT THE EUROPEAN COMMUNITY RESPONDED. THEY OBJECTED TO 
THE PROPOSED SALE AND REQUESTED THAT WE CONSULT EORMALLY 
WITH THEM AND DISCUSS THE MATTER IN THE EAO CONSULTATIVE 
SUBCOMMITTEE ON SURPLUS DISPOSAL (CSD). ALL ASSERTED THAT 
THE TRANSACTION WOULD CONSTITUTE AN UNJUSTIFIED DISPLACE- 
MENT OE TRADITIONAL SUPPLIERS IN THE MEXICAN NEDM MARKET. 

3. IN RESPONSE TO THEIR REQUEST EOR CONSULTATIONS, 

REPRESENTATIVES OE STATE, USDA AND STR MET WITH EMBASSY 
REPRESENTATIVES JOINTLY ON MARCH 29. FULL DETAILS OF THE 
PROPOSED TRANSACTION WERE PROVIDED: 

A) CCC ASSISTED THE MEXICAN GOVERNMENT IN ESTABLISHING 
THE CONASUPO SUBSIDIZED SALES PROGRAM IN 1962. PROM 1962 
THROUGH 1972 CCC WAS THE SOLE OR DOMINANT SUPPLIER OP NEDM 
TO CONASUPO. CCC'S SALES WERE REDUCED ALTER 1972 WHEN U.S. 
SUPPLIES SHRANK. CCC THUS CONSIDERS THAT IT IS NOT ONLY A 
TRADITIONAL BUT A FOUNDING SUPPLIER TO CONASUPO AND, THUS, 
CANNOT ACCEPT THE ASSERTION THAT AN EXPANDED SALES PROGRAM 
WOULD BE UNPAIR TO TRADITIONAL SUPPLIERS. NEW ZEALAND HAS 
SOLD NEDM ONLY TWICE TO CONASUPO, IN 1974 AND 1977. AUS- 
TRALIA HAS HAD ONLY THREE SALES. CANADA HAS BEEN THE 
LARGEST SUPPLIER SINCE THE MID I970'S. 

B) WITH REGARD TO DISPLACEMENT, CONASUPO IS EXPANDING 
UNCLASSIFIED 

UNCLASSIFIED 
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ITS OPERATIONS FROM 60,000 TONS TO 90,000 TONS A YEAR. 

IT VERY RECENTLY PURCHASED FOUR ADDITIONAL RECONSTITUTING 
PLANTS. THE PROPOSED CCC SALE THUS IS CLEARLY ADDITIONAL 
TO HISTORIC CONASUPO IMPORT LEVELS. CONASUPO HAS GIVEN 
WRITTEN ASSURANCES THAT THE NFDM WILL NOT BE USED FOR 
COMMERCIAL PURPOSES. 

C) THE US CONSIDERS THAT THE PROPOSED TRANSACTION FALLS 
WITHIN CATEGORY 14 OF THE EAO PRINCIPLES OF SURPLUS DIS- 
POSAL AND CONSULTATIVE OBLIGATIONS AND THEREFORE DOES NOT 
HAVE TO BE DISCUSSED IN THE COMMITTEE ON SURPLUS DISPOSAL. 
ARTICLE 14 TRANSACTIONS ARE "SALES IN WHICH, AS A RESULT OF 
GOVERNMENT INTERVENTION ... PRICES ARE LOWER THAN PREVAIL- 
ING WORLD PRICES ...". SIMILAR TRANSACTIONS BY THE EC 

AND CANADA HAVE NOT BEEN TAKEN TO THE CSD AND THOSE COUN- 
TRIES HAVE NOT CONSULTED WITH THE US PRIOR TO CONTRACTING 
SALES TO CONASUPO. 

D) FINALLY, THE SALES PRICE OFFERED BY CCC OF DOT, LARS 
425 PER METRIC TON IS NOT SIGNIFICANTLY BELOW PRICES 
RECENTLY QUOTED BY OTHER EXPORTERS. CANADA RECENTLY 
QUOTED CONASUPO A PRICE OF DOLLARS 460. AUSTRALIA IN 
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TRANSACTIONS ELSEWHERE HAS QUOTED DOLLARS 450. EURTHERMORE, 
THE PRICE IS SIGNIEICANTLY ABOVE THE DOLLARS 350 MINIMUM 
SET IN THE GATT AGREEMENT, TO WHICH THE US IS NOT A PARTY. 

4. THE MEETING CONCLUDED WITH THE US ANNOUNCING THAT BI- 
LATERAL CONSULTATIONS CAN BE HELD AS REQUESTED BUT THAT 
THE CONASUPO TRANSACTION WOULD NOT BE HELD UP PENDING SUCH 
CONSULTATIONS. THE EOLLOWING DAY EMBASSIES WERE INFORMED 

THAT THE USG HAD DECIDED TO GO AHEAD WITH THE CONASUPO 
CONTRACT. 

5. THIS MESSAGE IS EOR THE EMBASSIES' INEORMATION AND 
POSSIBLE USE IE THE HOST GOVERNMENT RAISES THE ISSUE. COOPER 
UNCLASSIEIED 
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E.O. 11652: N/A 
TAGS: ETRD, EAGR 

SUBJECT: CCC SALE OE NON-FAT DRIED MILK (NFDM) FOR NON- 
COMMERCIAL USES 
REF: STATE 57579 

1 . CCC ON MARCH 30 SIGNED ITS FIRST CONTRACT FOR THE SALE 

OF NFDM UNDER THE PROGRAM OUTLINED IN REFERENCE TELEGRAM. 
THE SALE WAS TO THE MEXICAN GOVERNMENT ENTITY CONASUPO FOR 
30,000 TONS. CONASUPO WILL DISTRIBUTE THE RECONSTITUTED 
MILK AT HIGHLY SUBSIDIZED PRICES THROUGH ITS RETAIL OUTLETS 
IN MEXICO'S POORER AREAS. 

2. PRIOR TO CONCLUSION OF THIS CONTRACT, THE DEPARTMENT 
UNCLASSIFIED 

UNCLASSIFIED 
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ADVISED THE EMBASSIES OF CANADA, AUSTRALIA AND NEW ZEALAND, 
AND THE COMMISSION OF THE EUROPEAN COMMUNITIES OF THE IM- 
PENDING SALE AND INVITED THEIR WRITTEN COMMENTS. ALL EX- 
CEPT THE EUROPEAN COMMUNITY RESPONDED. THEY OBJECTED TO 
THE PROPOSED SALE AND REQUESTED THAT WE CONSULT FORMALLY 
WITH THEM AND DISCUSS THE MATTER IN THE FAO CONSULTATIVE 
SUBCOMMITTEE ON SURPLUS DISPOSAL (CSD). ALL ASSERTED THAT 
THE TRANSACTION WOULD CONSTITUTE AN UNJUSTIFIED DISPLACE- 
MENT OF TRADITIONAL SUPPLIERS IN THE MEXICAN NFDM MARKET. 

3. IN RESPONSE TO THEIR REQUEST FOR CONSULTATIONS, 

REPRESENTATIVES OF STATE, USDA AND STR MET WITH EMBASSY 
REPRESENTATIVES JOINTLY ON MARCH 29. FULL DETAILS OF THE 
PROPOSED TRANSACTION WERE PROVIDED: 

A) CCC ASSISTED THE MEXICAN GOVERNMENT IN ESTABLISHING 
THE CONASUPO SUBSIDIZED SALES PROGRAM IN 1962. FROM 1962 
THROUGH 1972 CCC WAS THE SOLE OR DOMINANT SUPPLIER OF NFDM 
TO CONASUPO. CCC'S SALES WERE REDUCED AFTER 1972 WHEN U.S. 
SUPPLIES SHRANK. CCC THUS CONSIDERS THAT IT IS NOT ONLY A 
TRADITIONAL BUT A FOUNDING SUPPLIER TO CONASUPO AND, THUS, 
CANNOT ACCEPT THE ASSERTION THAT AN EXPANDED SALES PROGRAM 
WOULD BE UNFAIR TO TRADITIONAL SUPPLIERS. NEW ZEALAND HAS 
SOLD NFDM ONLY TWICE TO CONASUPO, IN 1974 AND 1977. AUS- 
TRALIA HAS HAD ONLY THREE SALES. CANADA HAS BEEN THE 
LARGEST SUPPLIER SINCE THE MID 1970'S. 

B) WITH REGARD TO DISPLACEMENT, CONASUPO IS EXPANDING 
ITS OPERATIONS FROM 60,000 TONS TO 90,000 TONS A YEAR. 

IT VERY RECENTLY PURCHASED FOUR ADDITIONAL RECONSTITUTING 
PLANTS. THE PROPOSED CCC SALE THUS IS CLEARLY ADDITIONAL 
TO HISTORIC CONASUPO IMPORT LEVELS. CONASUPO HAS GIVEN 
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WRITTEN ASSURANCES THAT THE NEDM WILL NOT BE USED FOR 
COMMERCIAL PURPOSES. 

C) THE US CONSIDERS THAT THE PROPOSED TRANSACTION FALLS 
WITHIN CATEGORY 14 OF THE FAO PRINCIPLES OE SURPLUS DIS- 
POSAL AND CONSULTATIVE OBLIGATIONS AND THEREEORE DOES NOT 
HAVE TO BE DISCUSSED IN THE COMMITTEE ON SURPLUS DISPOSAL. 
ARTICLE 14 TRANSACTIONS ARE "SALES IN WHICH, AS A RESULT OF 
GOVERNMENT INTERVENTION ... PRICES ARE LOWER THAN PREVAIL- 
ING WORLD PRICES ...". SIMILAR TRANSACTIONS BY THE EC 

AND CANADA HAVE NOT BEEN TAKEN TO THE CSD AND THOSE COUN- 
TRIES HAVE NOT CONSULTED WITH THE US PRIOR TO CONTRACTING 
SALES TO CONASUPO. 

D) EINALLY, THE SALES PRICE OFFERED BY CCC OF DOLLARS 
425 PER METRIC TON IS NOT SIGNIEICANTLY BELOW PRICES 
RECENTLY QUOTED BY OTHER EXPORTERS. CANADA RECENTLY 
QUOTED CONASUPO A PRICE OF DOLLARS 460. AUSTRALIA IN 
TRANSACTIONS ELSEWHERE HAS QUOTED DOLLARS 450. FURTHERMORE, 
THE PRICE IS SIGNIFICANTLY ABOVE THE DOLLARS 350 MINIMUM 

SET IN THE GATT AGREEMENT, TO WHICH THE US IS NOT A PARTY. 

4. THE MEETING CONCLUDED WITH THE US ANNOUNCING THAT BI- 
LATERAL CONSULTATIONS CAN BE HELD AS REQUESTED BUT THAT 
THE CONASUPO TRANSACTION WOULD NOT BE HELD UP PENDING SUCH 
CONSULTATIONS. THE FOLLOWING DAY EMBASSIES WERE INFORMED 

THAT THE USG HAD DECIDED TO GO AHEAD WITH THE CONASUPO 
CONTRACT. 

5. THIS MESSAGE IS FOR THE EMBASSIES' INFORMATION AND 
POSSIBLE USE IF THE HOST GOVERNMENT RAISES THE ISSUE. COOPER 
UNQUOTE VANCE 

UNCLASSIFIED 


NNN 
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